POLICY MDL - 20 (Approved by Council May 14, 2002)

INVESTMENT POLICY

1.

2.

This Policy isentitled “ Invesment Policy”.

In this Policy:
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“Government of Canada’ includes entities guaranteed by the Government of Canada, to
the extent the guarantee gpplies to the security in question;

“medium or long-term surplus funds’ means surplus funds that are

@ in asnking fund, capital reserve fund, utility depreciation fund, specid reserve
fund or asurplus specia purpose tax fund; and

(b) in the reasonable opinion of the Municipdity of the Didrict of Lunenburg after
conaultation with the Municipaity’ s Audit Committee at or shortly after afiscd
year-end, not likely to be exhausted within 12 months in order to meet any
operating or capital expenditures or liabilities of the Municipdity for which the
particular funds have been reserved;

“other Provincid Governments of Canadd’ includes entities guaranteed by such
governments, to the extent the guarantee applies to the security in question;

“participaing financid inditutions” means banks, credit unions, trust companies,
investment dedlers or brokersincluding dl banks, credit unions, trust companies,
investment dealers or brokers which express awish to participate in the Municipdity’ s
investment program;

“Province of Nova Scoti@’ includes entities guaranteed by the Province of Nova Scotia,
to the extent the guarantee applies to the security in question;

“short -term surplus funds’ means surplus funds other than medium long-term surplus
funds, and

“aurplus funds’ means funds beneficialy owned and controlled by the Municipdity in
excess of a cash/chequing account float as authorized by the Audit Committee to be
used for day to day operation of the Municipality.

This Policy isintended to govern the investment of surplus funds of the Municipaity except in
regards.



@ particular funds in repect of which Council, by resolution, has provided specified
investment direction;
2 funds held in trust or escrow to complete atransaction or settlement;

3 funds under the lawful management and control of the Province of Novaor its
desgnae and

4 the Pension Plan of the Municipaity’ s employees.

Investment activity on behdf of the Municipaity shal be governed by the Conflict of Interest
Policy Guiddinesin the Municipal Government Act and, in particular, the Municipdity’s
Director of Financiad Services and Municipa Treasurer shal not engage in any persond or
bus ness activities which would benefit from, or reasonably be perceived to benefit from,
investment choices made on behdf of the Municipdity.

Every invesment shdl be in the name of the Municipdity and registered securities shdl bear the

name of the Municipaity and documentation shal be obtained in the form of a certificate from
the borrower, or a confirmation by a broker or banker that the documentation is held in safe-

keeping for the Municipdity.

The only digible investments for surplus funds of the Municipdity are bonds, bills, Guaranteed
Investment Certificates, deposit accounts, or other money market, fixed income or debt
ingruments of the following ingtitutions or corporations.

@ Government of Canada;

2 Province of Nova Scotia;

3 other Provincid Governments of Canada;

4 chartered banks, trust companies and credit unions having arating of “R1 Medium” or
better;

) credit unions covered by the Nova Scotia Stabilization Fund;

(6) ingtitutions covered by the Canadian Deposit Insurance Corporation, but only up to the
extent of the insured limit;

@) for medium or long-term surplus funds only, Canadian companies having a Bond rating
of “A” and a Commercia Paper rating of “R1 Medium” or better from the Dominion
Bond Rating Service; and/or

(8 investment pools approved by the Miniger of Housng and Municipd Affars.



Short-Term Surplus Funds

7.

10.

The following objectives are the principles underlying this Policy in regards the investment of
short-term surplus funds, ranked in order of importance:

@ preservation of the principa amount of dl investments,
2 subject to subsection (1), maintenance of the liquidity of adl invesments; and
3 subject to subsections (1) and (2), maximization of the rate of return on dl investments.

The maximum term for which an investment of short-term surplus funds shal be committed shall
not exceed the amount shown in parentheses for the respective ingtitutiona or corporate

category:

@ Government of Canada (1 year);

2 Province of Nova Scotia (1 year);

(3)  other Provincid Governments of Canada (1 year);

(4 chartered banks, trust companies and credit unions (1 year);

) other ingtitutions covered by Canadian Deposit Insurance Corporation (6 months); and

(6) investment pools approved by Service Nova Scotiaand Municipa Reaions
(1 year).

The maximum total investment of short-term surplus funds with

Q) any individua ingtitution or corporation covered under subsections (4), (5), or (6) of
section 6 will be limited to a maximum of 10% of invested short-term surplus funds.

Subject to section 3, the following investment process for short-term surplus funds shal be
carried out by the Municipdity’ s Director of Financid Services and Municipa Treasurer:

(@D} Determine the amount to be invested, the term of the investment having regard to the
anticipated date of utilization of the funds and any flexibility requirements regarding the
term, by referring to the latest estimate of the cash flow forecast (cash budget) and
consultation with the Department Heads or the Audit Committee, or both;



)
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Provide a copy of this Policy to participating financid inditutions;

Contact a lesst 3 participating financid ingtitutions and inform them of the following:
@ amount to inves,

(b) term,

() fledhility,

(d) time and date at which rates and investment proposals will be received,

(e any other criteria, not inconggtent with this Policy, which will or may govern the
choice of investment proposal;

Obtain proposals from participating financia ingtitutions and sdlect the successful
proponent for the investment based on comparison of rates (a reduction of up to five
basis points will be accepted on federd government securities), the extent to which a
proposal best meets the objectives and terms of this Policy and any other criteriawhich
are provided in advance to participating financia ingtitutions of the outcome.

Medium or Long-Team Surplus Funds

11.

The following objectives are the principles underlying this Policy in regards the investment of
medium or long-term surplus funds, ranked in order of importance:

@
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preservation of the principa amount of dl invetments,

subject to subsection (1), matching the maturing or liquidity of investments with the
anticipated dates of utilization of the funds, as determined by the Municipdity’s Director
of Financid Services and Municipa Treasurer after consultation with the Municipdity’s
Audit Committee at or shortly after afiscd year-end; and

subject to subsections (1) and (2), maximization of the rate of return on dl investments.
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For the purposes of section 11, an asset isnot liquid if it might have to be sold at alossin order
to make funds available for utilization.

The totd medium or long-term surplus funds invested with:
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any individud financia indtitution or corporation covered under subsections (4) of
Section 6 shdl be limited to maximum of 20% of medium or long-term surplus funds;

any individual ingtitution or corporation covered under subsections (5), (6), or (7) of
section 6 shdl be limited to a maximum of 10% of medium or long-term surplus funds;

al financia indtitutions covered under subsection (4) of section 6, in aggregate, shdl be
limited to a maximum of 50% of medium or long-term surplus funds;

al corporations covered under either of subsections (5) and (6) of section 6, in
aggregate, shal be limited to a maximum of 20% of medium or long-term surplus funds;

al corporations covered under subsection (7) of section 6, in aggregeate, shal be limited
to amaximum of 20% of medium or long-term surplus funds,

the Province of Nova Scotia, in aggregate, shdl be limited to a maximum of 70% of
medium or long-term surplus funds;

any individua other Provincid Government of Canada shal be limited to amaximum of
35% of medium or long-term surplus funds;

the other Provincid Governments of Canada, in aggregate, shdl belimited to a
maximum of 70% of medium or long-term surplus funds;

the Government of Canada shdl not be limited;

The process outlined in section 10 of this Policy shdl be followed in regards medium and long-
terms investments with any necessary changes for the context.



